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4,500.000.00 1 900 634810-0000 
State Billings Clearing D e s c  Manteno Acquisition 

2 100 104000-0000 24011004162 120 
Utility Plant Purchased/Sold D e S c  Manten0 Acquisition 

3 1 0 0  114000-0000 
U Plant Acq Adj DeSc Manten0 Acquisition 

4 100 301000-0000 
PPE-ORGANIZATION Desc Manteno Acquisition 

5 100 307000-0000 

PPE-WELLS h SPRINGS Desc Manfen0 Acquisition 

6 100 311000-0000 
PPE-PUMPING EQUIPMENT DeSC Manteno Acquisition 

7 100 320000-0000 
PPE~WATER TREATMENT EQUIP ~ e s c  Manten0 Acquisition 

8 1 0 0  330000-0000 
.~ 

PPE-DISTRIE RES h STANDPIPE Desc Manteno Acquisition 9 
9 1 0 0  331000-0000 
PPE-T & D MAINS Desc Manten0 Acquisition 

10 1 0 0  333000-0000 
PPE~SERVICES D e S c  Manteno Acquisition 

11 100 334000-0000 
PPE~METERS-PURCHASES Desc Manreno Acquisition 

12 100 335000-0000 
PPE-FIRE HYDRANTS D e ~ c  Maanteno Acquisition 

13 100 342000-0000 
PPE-STORES EQUIP Desc Manieno Acquisition 

14 100 346000-0000 
PPE-MMMWIULTION EQUIP Desc Manteno Acquisition 
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29.654.27 
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57,600.00 

827,400.00 

1,439,800.00 

7,216,500.00 

1,379,600.00 

592,800.00 

535,200.00 

50,000.00 

219.000.00 
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1 5  100 108000-0000 J E  6 7 , 9 0 0 . 0 0  
Ar-Ge"eral Desc Wells 6 Spings AID 

16 100 108000-0000 J E  7 , 4 0 0 . 0 0  

A?-GeIEL3l DeSc Pumping Equip AID 

1 7  100 108000-0000 JE 35,600.00 
AD-General DesC Water Treatment Equip A/D 

2 5 7 , 1 0 0 . 0 0  18 100 108000-0000 JE 
m-Genera1 Desc DiSt Res h Standpipes AID 

19 100 108000-0000 a 9 6 0 , 3 0 0 . 0 0  

A r - G e n e r a l  Desc Mains A/D 

2 0  1 0 0  108000-0000 JE 2 4 0 , 0 0 0 . 0 0  

m-General DeSc Senices A/D 

2 7 5 , 1 0 0 . 0 0  2 1  1 0 0  108000-0000 JE 
AE-General DeSc Meters A/D 

22 100 108000-0000 JE 110,400.00 
Ar-General DeSc Hydrants AID 

2 3  1 0 0  lo8000 0 0 0 0  JE 
AD General DeSc Stores Equip A/D 

2 4  1 0 0  108000 0000 JE 
RD-GeLleral D ~ S C  C o r n  Equip A/D 

6 . 5 0 0 . 0 0  

5 8 . 0 0 0 . 0 0  

2 5  100 2 7 1 3 0 8 - 0 0 0 0  24011004162 8 4 2  JE 1 , 6 9 6 . 6 2 9 . 0 0  
CIAC CASH NON REFUNDABLE BUILD Desc Manteno Acquisition 

2 6  1 0 0  2 7 2 0 0 0 - 0 0 0 0  JE 3 4 3 , 7 3 3 . 0 0  
Accum mort Of CIAC DeSc Manteno Acquisition 

*If Totals For Journal entry N- 35-00 , Source Code JE Debita Credits Difference 
Base . . . . . . .  1 3 , 1 4 1 , 1 8 7 . 2 7  1 3 , 1 4 1 , 1 8 7 . 2 7  0.00 

Reverse . . . . .  0.00 0.00 0.00 
mitered . . . . .  1 3 , 1 4 1 , 1 8 7 . 2 7  1 3 . 1 4 1 . 1 8 7 . 2 7  0.00 
Unit . . . . . . .  0.00 0.00 0.00 

*** Totals For Journal entry N- 3 5 - 0 0  

Base . . . . . . .  
Reverse . . . . .  
Entered . . . . .  
unit . . . . . . .  

Debits Credits Difference 
1 3 , 1 4 1 . 1 8 7 . 2 7  1 3 , 1 4 1 , 1 8 7 . 2 7  0.00 

0 . 0 0  0.00 0.00 
1 3 , 1 4 1 , 1 8 7 . 2 7  1 3 , 1 4 1 , 1 8 7 . 2 7  0 . 0 0  

0 . 0 0  0.00 0.00 
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Aqua Illinois 
Manteno Water System 

Original Cost Study 

. .  

2004 Original Original Cost 

number Account Description New Omjnal Cost Depreciation Depreciation 
Account Reproduction Cost cost Less 

307 

31 1 

320 

330 

331 

333 

334 

335 

342 

346 

Total 

Wells & Springs $ 560,000 

Electric Pumping Equipment 60,000 

Water Treatment Equipment 830,600 

Standpipes 1,717,000 

Mains 10,430,700 

Services 2,105,300 

Meters 659,900 

Hydrants 827,500 

Stores Equipment 50,000 

Communication Equipment 219.000 

$17,460,000 

$ 449,900 $ 67,900 

57,600 7,400 

827.400 35,600 

1,439,800 257.100 

7,216,500 960.300 

1,379,600 240.000 

592.800 275.100 

535.200 110.400 

50,000 6,500 

219.000 58,000 

$12,767.800 $2,018,300 
1 

Because the Village does not have records to identify the actual original cost and 

accumulated depreciation, our estimate is based on a determination of the current 

reproduction cost and a trending of that cost to the year of original installation, along with 

an adjustment for depreciation to reflect the current condition of the assets. This method 

required the development of an aged inventory of the assets, a pricing of that inventory 

using various current cost and construction data, a trend of the current costs back to the 

, onghal year of installation, and an estimate of the current condition of the assets using the I 

ages of the assets and their relationship to the appropriate average service lives. 

$ 382.ooo 

50.200 

791,900 

1.182.700 

6,256,200 

1,139,600 

317,800 

424,700 

43,500 

161,000 

$1 0,749,600 

2 
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and the resources at its disposal to ensure that such quality service is provided to 
Manteno. The Commission will oversee Aqua’s rates to ensure that they remain just 
and reasonable. 

Accordingly, the Commission will issue a Certificate of Public Convenience and 
Necessity for the Manteno area as defined in Aqua’s Petition. The map and legal 
description of the area are attached to Aqua’s Petition as Exhibits B and C, respectively. 
The area corresponds to the residential community known as the Village of Manteno 
and surrounding area that is located in Kankakee County, Illinois. 

111. ORIGINAL COST 

The Village does not have sufficient records to identify the original cost and 
accumulated depreciation of its utility plant in service. As such, Aqua hired Mr. John F. 
Guastella, who is President of Guastella Associates, Inc., a utility management, 
valuation and rate consulting company, to perform an original cost study of the Manteno 
system. Mr. Guastella estimated the depreciated original cost of the system as of 
March 2006 to be $10,749,600. 

Staff did not propose any adjustments to Mr. Guastella’s original cost study. 

The evidence supports Mr. Guastella’s findings that the original cost of the 
Manteno system as of March 2006 is $10,749,600. The Commission adopts this 
amount as the original cost for the Manteno system. 

IV. ACCOUNTING ENTRIES 

Aqua witness Mr. Paul Hanley testified to the journal entries the Company 
proposes for the acquisition. He stated that the difference between the cost of the 
system, net of depreciation and applicable contributions, and the purchase price would 
be recorded in account 114, acquisition adjustment. Aqua proposed to dispose of the 
acquisition adjustment as a credit to account 421, non-operating income, amortized 
over a 20-year period and brought into rate base over the same period of time. 

Staff witness Ms. Bonita A. Pearce recornmended some adjustments to the 
journal entries. She proposed that the balance of account 301, Organization Costs, be 
limited to the lesser of $35,000 or actual costs incurred in connection with this 
proceeding. Ms. Pearce also recommended that Aqua amortize the balance of account 
301 over a period of time to be determined in conjunction with the next rate proceeding 
for the certificated area. Ms. Pearce further proposed that the acquisition adjustment be 
recorded in account 406, amortization of utility plant acquisition adjustments, an above- 
the-line account, instead of account 421. Finally, Ms. Pearce recommended that Aqua 
file with the Chief Clerk and with a copy to the Manager of Accounting, copies of Aqua’s 
actual journal entries to record the water system acquisition within six months of closing 
the acauisition. 
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With regard to Staffs recommendation on organization costs that Aqua be limited 
lesser of $35,000 or actual costs, Aqua states that its costs to acquire the system 
ization costs) are necessary, prudent and do not place any rate burden on 

n g  customers. Therefore, Aqua believes that it should be permitted to record the 
amount of its actual costs in account 301. Aqua also disagrees with Staffs 

ommendation that the acquisition adjustment be recorded in account 406 above-the- 
instead of account 421 below-the-line because above-the-line treatment is not in 

ordance with Commission practice. 

Aqua agreed to file with the Chief Clerk, with a copy to the Manager of 
Accounting, copies of Aqua’s actual joumal entries to record the water system 
acquisition within six months of closing the acquisition. Aqua and Staff ultimately 
reached agreement on the other accounting issues for purposes of resolving this case. 
Per the agreement, Aqua will limit the organization costs to be recorded in account 301, 
organization costs, to the lesser of the actual amount incurred or $35,000, and will 
amortize the balance of account 301 over the period of time determined in Aqua’s next 
rate proceeding that includes the certificated area. Regarding the acquisition 
adjustment, Aqua will record the amortization of the acquisition adjustment below-the- 
line as a credit to account 421, non-operating income, over a thirty-three year period 
instead of Aqua’s proposed twenty year period. Joumal entries that reflect this 
agreement are set forth in Staff Exhibit 5.0, Schedule 5.1. 

The Commission finds that the resolution agreed-to between Aqua and Staff is 
just and reasonable, and supported by substantial evidence. Testimonial support for 
the resolution is provided by Aqua witness Mr. Hanley and Staff witness Ms. Pearce. 
The Commission hereby approves Aqua’s proposed journal entries as modified by the 
parties’ stated resolution. 

v. RATES 

Aqua proposes that customers in the Village pay the same rates as customers in 
Aqua’s Kankakee Division with the exception of the Public Fire Protection Charge. It 
explains that, in the short-term, this will result in a rate increase for Village customers; 
but, in the long-term, it will result in rate stabilization. Aqua states that fixed costs would 
be sprea,d over a larger customer base. In addition, Village customers no longer would 
need to use home treatment devises or bottled water to eliminate high levels of iron and 
hardness in water from the Village’s existing well supply because water from the 
Kankakee plant neither requires nor needs additional softening or iron removal. Aqua 
explains that its business model also would aid rate stabilization because expert 
services are provided by a service company to all Aqua systems, thereby eliminating 
the need for an individual division to perform all functions related to accounting, financial 
services, administration, communications, engineering, human resources, information 
systems, rates, risk management, water quality, purchasing and legal services. Aqua’s 
centralized business model creates efficiencies, thereby lowering these not insubstantial 
costs while providing direct access to significant subject matter expertise. Aqua states 
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